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Accountability, 256-257

corporate social responsibility (CSR),
relationship, 259-260

stewardship, relationship, 9-10

Accounting

accruals method, 25
concepts, 21-26
cycle, 93
completion, 98
cycle, completion, 72
data, flow, 44-50
entities
concept, 21-23
existence, 3
entries, 227-229
equation, 27-31, 174
usage, 31-37
information, usage, 12, 14, 59-A1
Islamic financial contracts, aplication,
219
issues, 224-226
period, accounts adjustment, 74-80
process, 3—4
specialist areas, 13-4
Accounting and Auditing Organization for
Islamic Financial Institutions (AAOIFI),
7,14
accounting standards, 223
asset definition, 28
CIPA programs, 15
cost concept adoption, 24
General Presentation and Disclosure in the
Financial Statements of Islamic Banks,
58
recommendations, 114
SFA2, 73
standards, 157-158, 223-224
sukuk definition, 142
Accounting Standards Steering Committee
(ASSC), Corporate Report, 252-253

Accounts
adjustment, 74-80
balancing, 50
chart, 53-54, 56t
closing, 101-105
increases/decreases, 41-43
posting, 45-51
types, 57t
Accounts pa rakle
liabilitice accounts example, 29
pavinerts, 48
Accounts receivable, 171
asset example, 28
A cerual accounting, 73
Accruals, 172
Accrued expenses, 74, 78-79
Accrued liabilities (liabilities accounts
example), 30
Accrued revenues, 79
Accumulated depreciation, 77
Adalab (justice), 10, 60, 254, 256
Adjusted account balances, 95
Adjusted trial balance, 85t
transfer, 95
Adjusting entries, 80-82
recording, 83-85
Adl (justice), 6
Agency costs, 219-220
Aging debtors schedule, 171
Akhblag, 196
Al-Baqarah, 27, 29, 39
Al-Hasel (result), 39
Al-kateb (bookkeeper/accountant), role, 5
Amanah (honesty), 6
American Accounting Association (AAA),
social responsibility reports, 252-253
Amortization table, 236t, 241t
Annual report, disclosure (examples), 267
Annuity
cashflow timeline, 239f
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Annuity (Continued)
present value, 240f
term, usage, 238
Agidah, 196
Assets, 28-29
asset-backed/asset-based sukuk, 145, 145f
classifications, 105
equation, 41-42
Association of Chartered Islamic Finance
Professionals (ACIFP), 15
Auditing Standard for Islamic Financial
Institutions No. 1, 13
Available-for-sale equity investments, 171
Available-for-sale investments, 149
Available-for-sale securities, 172-173
Available for sale sukuk, 151
Awqaf (endowment), 22-23

Babhi-Khata accounting systems, 5
Bai al Istisna’, 210
Bai As Salam, 210
Balance sheet, 58, 107-110
classified balance sheet, 110
equity side, 108
examples, 87t, 101t, 110t, 128¢, 129¢
formats, 111
Bank Islam Malaysia
Annual Report (2016), 229
financial statements, 231f, 232f-255f
Bank of America, corporate sociz!
responsibility (2014), 271
Batil (invalid contracts), 204-205
Bayt al mal (treasury):; 22-".3
Bills payable (liabilizies accounts example),
30
Bills receivable (asset example), 28
Birchfiled Mosque and Community Center
financial statement, 120, 125
Bonds, sukuk (contrast), 142, 143t
Budgeting, 14
Building (asset example), 29
Business
3Ps, 262
environment, law (relationship), 191-192
transactions, 37-38
working capital, 167

Capital, 30
withdrawals, 101
Carrying amount, 78

Cash
asset example, 28
purchases, 45-46
receipt, 35, 36t
withdrawal, 37t, 49-50
Cash flow, 238f, 240f, 244
statement, 111
timeline, 239f
Central Bank of Malaysia (Bank Negara
Malaysia), 192
Certified Islamic Professional Accountant
(CIPA) program, 15
Certified Sharia Adviser and Auditor (CSAA)
program, 15
Charity funds
activities, 121f-122f
consolidated statement of sources and
uses, 117f
sources/uses, 59, 1Co, 114-122
consolidaréd statement, 117f
statement, 256
Charity, zakac(relationship), 166
Chartered astitute of Management
Accsentants (CIMA), 15
CHartered Islamic Finance Professional
(CIFP), 15
Classified balance sheet, 110
Commercial law
impact, 192
term, usage, 191
Commodity murabaha, 220
flows, 222f
Company, defining, 17
Compounding, 237
Compound return, simple return (contrast),
237
Conservatism Concept, AAOIFI silence, 26
Conservatism principle, 25-26
Consolidated statement of financial position,
102f, 109f
Consolidated statement of income, 99f
Consolidated statement of sources/uses of
good-faith qard fund, 124f
Consolidated statements, 22
Consultancy services, provision, 33, 34t
Contracting parties, 197-198
Contract laws, principles, 197
Contracts
classifications, legal effects, 204-205
elements, prohibition, 201-204
forbidden subject matter/elements,
201-202
imperfect contracts, 205
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intentional/non-intentional prohibited
elements, 202-204
investment/partnership contracts, 211-214
murabaha contract, 209, 209f
mutual consent, 198-199
subject matter, 200-201
supporting contracts, 213-214
valid contracts, 204
Contractual obligations, 268
Corporate social responsibility (CSR),
251-252
accountability, relationship, 259-260
development, 252-253
equilibrium (balance), 257-258
full disclosure, 260-261
Islamic CSR model, proposal, 261-269
Islamic CSR reporting model, 265f
Islamic worldview, 254-258
Islam, relationship, 259-261
reporting
advantages, 253-254
examples, 270-272
social accountability, 260-261
Cost
accounting, 13
principle, 23-24
Credit payment, 335, 35t
Current assets, 108, 171
calculation, 177
Current liabilities, 110, 171-172
calculation, 177
trade creditors, 171
Current value balance sheet {CVES),
260-261, 264-265

Dayn, 207-208
Day of Judgment, 125, 196
Debt, absence, 170
Deception (taghrir), 202
Decision making, accounting information
(usage), 59-61
Department of Zakat and Income Tax
(DZIT), 13
Deposits, requirement, 224-225
Depreciation
accumulation, 77
method, 76-77
Disclosure requirements, 176
Dividends, 35, 36t
Dividends receivable, 171
Double-declining method, usage, 235-236
Double-entry accounting, 40-41
Drawings, 30, 37

Dubai Financial Service Authority (DFSA),
106-107
Rulebook, 120, 122

Dubai International Financial Center (DIFC),
106

Duress (ikrah), 203

Earnings, prohibition, 172
statement, 266-267
Economic activity, Islam (attitude), 3
Economic performance indicators, 262-263
Entrepreneurs, application, 39
Environmental indicators, 264
Environmental reporting, 261
Equipment/furniture/fixt=res. (asset example),
29
Equipment, purchase, 32, 32t
Equity, 28, 30-31
investmen:s
avaiibie-for-sale securities, 172-173
secuililes, trading, 171
Exee! formula, usage, 241f
Px;enditures, prohibition (statement),
266-267
Expenses, 30
owner equity accounts, 54-56
payment, 34, 34t
Extended/adjusted trial balance, 82-83

Fasid (imperfect contracts), 205
Fatawa, 195
Financial accounting, 12
disclosure, 106-107
Financial Accounting Standard No. 1
(FAS1), 22-23, 26, 58
publication, 106
requirements, 72, 107, 125
Financial Accounting Standards No. 9
(FAS 9), 173, 176
Financial activities, statement, 127f
Financial contracts
Islamic financial contracts, 206f
Shariah, impact, 205-214
Financial position
consolidated statement, 102f, 109f
statement, 156t, 158t
Financial reporting, Islamic principles
(impact), 7-11



284

INDEX

Financial statements, 56-59, 85-87
preparation, 98-101
presentation, 229-233
zakat, treatment, 175-176

Financing cost, 155t

Figh (Islamic jurisprudence), 15, 194-195

Figh al uqud, 197

Fixed assets, 108, 110, 172-173
calculation, 181
depreciation, 76

Full disclosure, 26, 260-261, 263
social accountability tenet, 10

Funds, sources (statement), 116f

Funds, usage, 59
statement, 116f

Future value (FV), 237-238

Gains, 173
GCC countries, 13
General Presentation and Disclosure in the
Financial Statements of Islamic Banks, 58
Ghalat (mistake), 203
Gharar (uncertainty), 141, 201-202
Ghubn (inequality), 202-203
Ghubn fahish, 202-203
Global Reporting Initiative (GRI), 251-253,
261
framework, 262-264
Sustainability Reporting Guidelines
(GRL), 251-252
God’s Decree, 196
Going concern principle, 2€
Good-faith qard fund, souzccs/uses
(consolidated statement), 124f
Goods murabaha, 229
Governments
procedures, application, 39
regulatory agencies, 12
Growth, capability, 169

Hadith, 23, 195, 198

Halal, 2, 6, 264

Hanafi school, 194

Haram, 2, 6, 264

Haul rates, 170

Held-for-trading investments, 149
Held-to-maturity investments, 149
Hibabh (gift contract), 207

Hirs (greed), 6

Ibra (discount/rebate), 208
Tjarah, 144f, 147, 210-211
[jara Muntahia BiTamleek, structure, 211f

Ijtibad, 194-195

Ikrah (duress), 203

Iktinaz (wealth, hoarding), 6

Imperfect contracts, 205

Income
consolidated statement of income, 99f
statement, 111

examples, 86t, 98t, 112f, 156t, 158t
VAS, comparison, 266f

Indebtedness, recordkeeping, 39

Inequality (ghubn), 202-203

Infaq (spending), 6

Inflation, absence, 237

Information, usage, 11-12

Interest (riba), 7-8

Internal auditing, 14

International Accountirg tandards Board,
223

International Finai cizl Reporting Standards
(IFRS) 13 (F:air+Value Measurement), 130,
139, 148
accounfing standards, 223

Internaiior al Islamic Liquidity Management
Caruoration (IILM), 14

Iaveniories, 171
asset example, 28

Investment contracts, 211-214

Investment fair value reserve, 151

Investors, accounting information

usage, 12
Iqtisad (moderation), 6
Islam

contract laws, principles, 197
corporate social responsibility (CSR),
relationship, 259-261
earnings/expenditures, prohibition
(statement), 266—-267
Islamic accounting, 2—4
ethical considerations, 5-6
examples, 234-236
history, 4-5
information, users, 11-12
profession, 14-15
records, adjustment, 71
services, 13
Islamic accounting environment, 1
Islamic Bank of Bahrain (IBB), finances,
242-243
Islamic banks
income statement, 112f
profit-and-loss sharing concept, 8
restricted investments, changes
(statement), 126f
statement of cash flows, 113f



Index

285

Islamic businesses
accounting records, 38
environments, financial accounting

disclosure, 106-107

organisations, types, 15-17

Islamic commercial contracts, 191

Islamic commercial law,
origins/development, 194-195

Islamic contracts, 197-201

Islamic corporate reports, users, 11-12

Islamic credit, 220

Islamic CSR model, proposal, 261-269

Islamic CSR reporting model, 265f

Islamic Development Bank (IDB), 14

Islamic financial contracts, 206f
application, 219

Islamic Financial Services Board (IFSB),
14-15

Islamic financial statements, 93

Islamic International Rating Agency (IIRA),
14, 15

Islamic political economy, growth (impact),
1-2

Islamic religious precepts, 6

Islamic sharia, 21-26

Islamic society, characteristics, 7

ISO 26000, issuance, 263

Israf (extravagance), 6

Istislab (community interest), 6

Istisna
payable, 108
sukuk istisna, 147

Jaridab (journal), 5
Journal

entries, 43t, 155¢ 157/t, 230t

posting, 44

formats, 52-53

transactions, recording, 43
Journalising, 45-51

examples, 44t, 52t, 54t, 179
Jualah, 213-214

Kafalah, 213

Khilafa (principle), 10, 60

Kbhilafah, 194

Khilafah (vicegerency), 254-255
implication, 255

Land (asset example), 29
Law
business environment, relationship,
191-192

systems, 193-194
Ledger, 55t
accounting data, flow, 44-50
accounts, 41, 42t, 46t-48t, 50t, 53t
entries, posting, 44, 84-85
formats, 52-53
transaction, posting, 44t
Liabilities, 28, 29-30
classifications, 105
Long-term liabilities, 110

Majallah, 193
Malaysian Accounting Standards Board, 192
Malaysian Financial Reporting Standards
i-12004, 73
Management accounting, i2.
Managers, information“isage, 11-12
Market values, 27, 125, 128-129
recording, 21
Mashreq al Islemi, 220
Sharia Suyervisory Board resolution
extract, 221f
Maslabais (principle), 261
Maslahan Ammah, 267
Miasching principle, 24
Waysir, 201
Mazahib, 204-205
Mistake (ghalat), 203
Mosque Foundation, Annual Report (2013)
extracts, 118f-119f
Muamalat, 194, 196
Mudaraba, 16
Mudarib, 125
Mudharabah, 211-212
contract, structure/pillars, 212f
Multicolumn balance sheet, example,
129-131
Munakahaat, 194
Murabaha
accounting, example, 242-245
contract, 209, 209f
fixed-term duration, 226
financing, 242
financial statement presentation,
229-233
transaction, accounting (AAOIFI
standards), 223-224
installments, 226
profit recognition, double-declining
method (usage), 235-236
purchase orderer, relationship, 224f
selling price, 224
calculation, 225
simple accounting, 234-235
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Musharaka, 16

Musharaka contract, structure, 213

Musharakah, 212-213

Musharaka Mutanaqqisa (contract),
213

Mutual sacrifice/cooperation, 260

Net assets
calculation, 177
method, 173
Net current assets method, usage, 180
Net invested funds method, 173
usage, 180
Nisab, 169
Non-current assets, 108, 110, 172-173
Non-financial assets and liabilities, 74
Non-interest-based creditors/benevolent loan
creditors, 12

Offer/acceptance, 198-201
conditions, 199-200
Office building, purchase, 31, 32t
Office supplies, purchase, 32-33, 33t,
46-47
Originator, 148, 149-150
Other comprehensive income (OCI), 149
Owner
investment, 31t, 45
statement of owner’s equity, 59
Owner equity, 30-31
accounts, revenues/expenses, $4-50
changes, statement, 114, 1157
consolidated changes, 1001
statement, 86t, 98t, 132t

Parallel salam, 210¢
Partnership contracts, 211-214
Performance statements, 11
Permanent accounts, 101
Personal expenses, cash withdrawals, 49-50
Personal transaction, 35
Possession, unemcumbrances, 169
Post-closing trial balance, 105, 105t
Power/wealth, distribution, 1-2
Prepaid expenses, 74-76, 171

asset example, 29
Present value (PV), 237-238, 240f
Present value analysis (PVA), 239
Price manipulation, 268-269
Process flow, 153-154, 154f
Product responsibility, 264
Profit, 8-9

appropriation, 176

recognition, 225-226

decline, 236-242
principle, 24-25
Profit and loss account, production (FAS1
requirement), 72
Profit and loss statement, 58-59
Profit-sharing contracts, usage, 220
Property, plant, and equipment, 172
Prophet (pbuh), 2
Proprietorships, 16
example, 22
Public funds, 172

Qard (money loan), 207-208

Qard fund
source/application, statement, 267
sources, statement, 122-123, 123f
uses, 59

statement, 122~'22, 123f
Qard Hasan, usage, 208
Quran, impact, 2

Rabb al-nwal (partner), 16

Recarling procedures, 40

Reiig cus sources, impact, 2

Renuicted investments, changes (statement),
124-125, 126f

Retail customers, personal finance, 220

Retained earnings, 108

Revenues, 30
owner equity accounts, 54-56
recording, 23

Reverse murabaha, 220

Riba (interest), 7-8, 201, 269

Roman Law, 193

Rubbubiyyah (perfect state), 254, 255-256

Sabr (patience), 6
Sadiq Al Maghribi
BIB financing, 244
Excel example, 244f
IBB financing, 242
Sahib (valid contracts), 204
Salaf, 195
Salam, 204, 210f
Salam payable, 108
Sale contract, 208
Securities Commission Malaysia (SC), 25
Securities, trading, 171
Service ijarah (manfa), 220
Sharia. See Islamic sharia
auditing, 13
components, 196, 196f
prohibition, 267
sources, 2, 6
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Sharia Advisory Council (SAC)
Securities Commission Malaysia, 25
substance/form, importance (equivalence),
150
Sharia Board, 14
Shariah
impact, 205-214
term, usage, 195
Shariah Law, 194
Sharia Supervisory Board
resolution extract, 221f
role, 106
Sharika (partnership), 16
Sharika al-inan (limited partnership), 16
Short-term assets, 171
Short-term liabilities/long-term liabilities,
valuation, 130-131
Shura (mutual consultation), 258
Shura (principle), 10
Simple return, compound return (contrast),
237
Social accountability, 9, 26, 260-261
Social justice, 1-2
Social performance indicators, 264
Social responsibility
accounting, 251
issues, fulfillment (report), 268-269
Special-purpose vehicle (SPV), 148
absence, 144, 144f
action, 146
sukuk combination, 143f
usage, 142
Starbucks, Global Social Impact Performance
Report (2016), 270271
Statement of cash flow:, 59, 113f
Statement of changesin owners’ equity, 114,
115f
Statement of changes in restricted
investments, 124-125, 126f
Statement of Financial Accounting No. 1:
Objectives of Financial Accounting, 150
Statement of Financial Accounting No. 2
Concepts of Financial Accounting, 150
going concern concept, 26
Statement of financial activities, 127f
Statement of financial position, 156t, 158t
adjustments, journalising, 179
examples, 176-181, 177t, 178t
Statement of owners’ equity, 59, 86t, 132t
Statement of sources, 59
Statement of sources/uses of funds, 116f
Statement of sources/uses of qard funds,
122-123, 123f
Statement of sources/uses of Zakat/charity
funds, 266

Statement on earnings/expenditures
prohibited by Islam, 266-267
Stewardship, accountability (relationship),
9-10
Sukuk (Islamic bonds), 110
AAOIFI categories, 151f
AAOIFI definition, 142
accounting, 141, 148-152
AAOIFI, usage, 149-152
IFRS, usage, 148-149, 154-157
asset-backed/asset-based sukuk, 145
bonds, contrast, 142, 143t
disclosure, 152f
holder (investor), 148-149, 150-152
IFRS categories, 149f
ijara
AAOIFI standard. < 57-158
accounting, IFR€ (usage), 154-157
accounts, notex. 156
example, 52
process tlo v, 153-154, 154f
SPV, impact, 158
jarzhy 147
issuence, 142-144
€PV, usage, 142
istisna, 147
mudraba, 146
murabaha, 147
musharaka, 146
salam, 147
special-purpose vehicle (SPV)
absence, 144, 144f
combination, 143f
types, 146-148, 146f
Summa (Pacioli), 4
Sunnah source, 2-3
Supporting contracts, 213-214
Sustainability, GRI framework, 262-264,
263f
Sustainability Reporting Guidelines (GRL),
251-252

Tabarru (giftslendowments), 197
T-account, 41
Taghrir (deception), 202
Tandeed (principle), 27
Tawarruq, 220

explanation, 221-222

flow, 222f
Tawhid (unity), 254, 258
Taxes, 172

zakat, relationship, 166
Tazkiyab (growth/purification), 254, 256
Tazkiyah (principle), 10
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Temporary/nominal accounts, 101
Time period concept, 23
Time value of money, 236-237
Trade creditors, 171
Trading assets
valuation, 173
Zakat conditions, 170-173
Training services, provision, 33, 33t
Transactions, 27-31, 38t
accounting data, flow, 44-50
analysis, 45-51
accounting equation, usage,
31-37
journalising, 44t, 52t, 54t
posting, 44t
recording, 21, 43
Trial balance, 50-51, 51t, 83t, 94
accounts, adjustments, 95
adjusted trial balance, 85t
errors, correction, 51-52
example, 96t
extension/adjustment, 82-83
post-closing trial balance, 105, 105t
worksheet, 94
Two-tier Mudharabah contract, structure,
212f

Ummah, 10
benefit, 26
Unearned revenues, 80
Unfair trading
heading, 2
practices, 269
United Arab Emirates, r¢ne payments, 75
Unrealized remeasureiient gains/losses, 151
Ugqud, 197
Urboun, 225
Usmaniyah, 194
Usuli principles, 195
Usulu figh, 195
Usulul Figh (Islamic Jurisprudence), 195

Value-added income statement, 131-133,
132t

Value-added statement (VAS), 260-261,
265-266
income statement, comparison, 266f

Waad (unilateral promise), 197
Wadiah Yad Amanab (custody/satekeeping
contract), 208
Wadiah Yad Dbhammanah, 208
Wakalah, 213
Wakalah (agency) contract, 222
Wagqf (endowment), 207
Wealth
accumulation, 8-9
determination, 168
Worksheets, 94, 97t

Zakat, 58
accounting, 13, 165
assessment, 73
assets, 108
authorities, 12
base
calculation. 172
determinaior. methods, 175t
calculation, coraputing, 174f
charity, relationship, 166
con putation methods, 173-175
conditions, 170-173
consolidated statement, 117f
debt, absence, 170
expense, 175-176
funds, usage, 59
growth/increase, capability, 169
levy, 260
liability, 167-168
conditions, 169-170
payment, 71-72, 173
personal/trade needs, excess, 170
profit appropriation, 176
rates, 170
variation, 167
sources, 167
sources/uses, statement, 106, 114-122,
266
taxes, relationship, 166
treatment, 175-176
unencumbered possession, 169
wealth determination, 168
Zakatable base, calculation,
181, 181t
Zulm (tyranny), 6



